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Christianity and the Economic Order 
Study No. 4 
Non-Profit Incentives in Our Economic Life 


These studies are prepared by a committee of the Department and are offered as tentative formulations to 
serve as a basis of discussion. Comment and criticism are invited and will be shared with our readers. 


Not since the beginning of the modern industrial system 
has there been so much discussion of the ethics and utility 
of the profit motive in industry as there is at the present 
time. 

For decades in the United States it has been generally 
assumed that the desire for, and the acquisition of, profit 
was an essential element of any sound industrial system, 
and, in fact, the only force that could be depended upon 
to keep the industrial machine going and progressing. 

Within recent years, however, this view has been sharp- 
ealienged. Students of economics have pointed to the 

that an increasing sector of the world’s economy is 
being run under cooperative and public controls in which 
}profit incentives play but little part. They have likewise 
pointed out that even under private ownership and opera- 
tion those in charge of industry are motivated by many 
Other incentives besides the profit incentive. 


feceive an income for the work they perform. Such a 
gervice income, for value delivered, whether obtained by 
@truck driver, an engineer, or a manager of a factory, does 
Rot constitute profit, but merely a wage or salary for 
Service rendered. 

What, then, is profit? In general it may be defined as 
the surplus remaining after all the costs of running a 
business, including the wages of management and labor, 
allowances for depreciation, interest on capital borrowed, 
Btc., have been met. Accrual of this surplus to owners 
fas been variously justified on the ground that it is a 
feward for abstinence from consumption, for risk, for 
Exceptional business ability, or for the furnishing of 
finds employed in increasing industrial productivity. It 
is the effort to secure a part or all of this ‘surplus, aside 
fom compensation for work done, that constitutes the 
Pursuit of profit, in the strict sense of that term. 


In discussing the incentives in economic life today it is 
important to realize that such incentives have changed 
continuously with the development of modern industry. 
A few decades ago, the typical business man was both 
owner and manager of his business. He would arrive 
at his factory or shop early in the morning, help direct 
his labor and sales force, look after the financing of the 
concern, and make plans for its future. If at the end of 
the year, after expenses were paid, the business yielded 
any profits, these profits would go to him. 

The hope of profits in the case of the owner-manager 
undoubtedly exerted in the past, and continues to exert 
today, a powerful influence on business and industrial 
activities. And yet, even among this group of owner- 
managers in small and large eoncerns, an objective an- 
alysis of industrial motives will show the very great in- 
fluence on their actions of non-profit incentives. 


Some Types of Non-Profit Incentives 

Among the non-profit incentives are: 

(1) The desire to keep a firm solvent. The main drive 
back of the activity of many business men is not that of 

ining profits, but of making ends meet; of keeping the 

rm “out of the red” and a going concern. This is par- 
ticularly the case during times of depression, when thou- 
sands of firms are being plunged into bankruptcy. Dur- 
ing the depression of the thirties many companies had little 
chance for years at a time to make a profit and yet, dur- 
ing these years, those in charge of these concerns worked 
with zeal and competence in keeping them from closing 
oP, and from throwing out of employment their labor 

orce. 

(2) The desire for security. Many business men work 
long hours with a view primarily to earning a wage of 
management sufficient to provide themselves and their 
families the necessaries and some of the comforts of life 
and to put aside enough to cover the exigencies of sick- 
ness, accident or old age. Security, not riches, is their 
geal. This is true of millions of farmers who own and 

e their farms and who feel themselves fortunate 
at the end of the year if they have been able to pay them- 
selves a wage that makes them and their families compara- 
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The Nature of Profit 
The term profit incentive as here used is not synony- 
mous with the economic incentive. Few men or women 
are so situated that they can work without obtaining an 
fconomic reward in the form of money or'goods. For 
they and their families need food, clothing, shelter and 
other necessaries and they cannot obtain these unless they 
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tively secure. It is true of large numbers of small busi- 
ness men in retail trade and in other industries. 


On the other hand it must be said that many business 
men feel that they can make themselves and their families 
economically secure only by receiving large profits and 
accumulating riches against a rainy day. In our present 
industrial order, they maintain, periods of prosperity 
have been consistently followed by periods of depression, 
and, unless a man is able during days of great industrial 
activity, to obtain and put aside a profit income, he may 
find himself during days of depression facing bankruptcy 
and want. Others, however, as has been indicated, con- 
ceive a security wage in much more modest terms. 


(3) A desire for prestige and power. To many owner- 
managers, the main drive is not profit, or accumulations 
from the receipt of profit, but prestige. The amount of 
money earned is regarded by great numbers in our profit 
economy as the criterion of success. A person entering 
business wants to show that he is a successful business 
man. He wants his old friends to be able to say, “There 
is John. He entered business a poor boy. And now 
look at him. He is a millionaire.” That, indeed, is to 
many a proof of success. The possession of money, fur- 
thermore, makes it possible for a business man to give 
to civic, educational, church and charitable causes, and 
to influence political, economic and cultural policies, thus 
increasing his prestige and power in the community, 
things he treasures far more than profit as such. But there 
are business enterprises in which prestige is attained more 
on the basis of service rendered than on accumulation of 
wealth, and in which the money incentive is correspond- 
ingly reduced. 

(4) The desire for self-expression. Contrary to com- 
mon assumption, activity, not inactivity, provides for 
most people their real and lasting satisfaction. “Activity 
is life. Inactivity is death.” Interference with normal 
activity may result in grave mental disturbances. To the 
normal worker unemployment is intolerable, and inac- 
tivity becomes a torment as soon as the normal craving 
for rest and leisure has been satisfied. The desire for 
constructive activity has kept hosts of business men in 
harness long after the possible income from such activity 
could have any meaning to them. 

(5) Enjoyment in the competitive game. Many who 
own and manage their businesses become absorbed in 
the fun of the competitive game. Their combative in- 
stincts are aroused and frequently they ignore profits in 
their fight for victory over their competitors. They also 
gain much satisfaction in making the decisions required 
for the development of the business and in seeing the 
enterprise expand under their direction. In many in- 
stances, in fact, this feeling of satisfaction is so absorb- 
ing that business men would be willing to receive just 
enough money to supply their needs, and let it go at that. 

(6) The desire for goodwill. Owner-managers are 
likewise, in considerable part, motivated by a desire to 
stand high with their customers for service rendered, to 
be known as friends of their employes, and to render 
service through their businesses in advancing community 
welfare. 


Complexity of Motivation 


The fact is, of course, that motivation in business and 
in industry, as in all other activity, is extremely complex. 
The tendency to over-simplify it results not only in the 
eclipse of important incentives but in injustice to human 
beings. It may also result in the singling out of one 
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type of incentive and exaggerating its actual importang 
in society. 

Professor George A. Coe, characterizing the motiya 
tion of the industrialist, has-put the matter well: “In one 
and the same act several of the following phases of his 
mental dynamics always can be detected : family affection, 
family pride, and anxiety concerning security and social 
standing; desire for recognition in the business world; 
the nursing of self-conceit; loyalty to a partner; pug. 
nacity towards a rival; enjoyment of power ; the exhilals 
tion of a game; the thrill of originality; pride of work. 
manship ; the glow of self identification with an instity. 
tion, enterprise or cause; the taking of a customer’s jn. 
terest as one’s own; the feeling of responsibility for the 
welfare of employes; devotion to country. In this com. 
plex there is an implication, however obscure, of the 
value of oneself, of the members of one’s family, and of 
sundry other persons. There is endeavor to be a man 
among men. There is, then, in the motivation of the 
capitalist economy a social factor of which not the faint- 
est shadow appears in the ledger of any business concern.”! 


Administrators of Large Corporations 


We have noted that among the heads of business 
concerns where owners and managers are largely one 
and the same person—the concern typical of the business 
life of the nation until the rise of the large corporation 
—while the profit incentive was a powerful driving force 
in industry, other incentives also exerted a very strong 
influence in the industrial life of the entrepreneur. To- 
day, however, the one-man business has largely given 
place to the corporation. In the field of manufacture, 
corporations employ over 90 per cent of the wage earners 
and turn out more than nine-tenths of the product. In 
finance, trade, public utilities, and mining, the corpora- 
tion occupies a major part of the field. In 1942, 205 
giant corporations in manufacturing, one-fifth of one per 
cent of the total, owned about one-half of all manufac- 
turing assets. Only in agriculture, construction, and the 
service industries and in the professions, does the old 
type of unincorporated business enterprise predominate. 
The corporation developed partly as a device to mobilize 
the capital funds of large numbers of people in the 
financing of industrial concerns, partly as a device to 
limit the liability of owners for debt incurred by the 
business. 

In large numbers of the small corporations and in 
some large corporations—as in the Ford Motor Company 
—majority ownership continues to reside in the hands of 
one family. In most corporations of considerable size, 
however, the stock is widely distributed among many 
stockholders who have little or nothing to do with the 
administration of the business. The modern large corpo- 
ration is run by the management, with the advice of the 
board of directors, not by the owners. These officers and 
directors may or may not have any considerable share 
in the ownership of the corporation. In the Pennsylvania 
Railroad Company sometime ago “not a single director or 
officer held as much as one-tenth of one per cent of the 
total stock. The combined holdings of all the directors 
could not have amounted to more than seven-tenths of 
one per cent and were presumably very much less.’”? The 


1The World Tomorrow, April 12, 1933, See also Taussig, F. W. Priv 
ciples of Economics, V. Il, pp. 167-170. & 

2 Berle, A. A., and Means, G, C. The Modern Corporation and Private 
Property, p. 84. These authors declare that 65 per cent of the 200 largest 
non-financial corporations and 80 cent of their combined wealth are con 
trolled either by management or by a legal device involving a small propot- 
tion of ownership; and that only 11 per cent of the companies and six per 
cent of their wealth are controlled by a of individuals owning half or 
more of the stock interest oustanding, (Pp. 94, 104). 
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directors of the Electric Bond and Share Company were 
found at the same time to be almost “stockless.” Their 
combined holdings equaled one-fifth of one per cent of 
the total stock. 

The managers of the modern corporation are thus in 
increasing numbers depending upon a salary for services 
rendered as their main money reward. As the primary 
object of modern business is to make money, they are, of 
course, constantly under pressure so to manage the cor- 

ration that the stockholders will continue to receive 
what they regard as satisfactory profits. This drive to 
make profits primarily for the stockholders is thus one 
of the motives for their activities. 


Some of them own a number of shares of stock in the 
corporations for which they work. It is not an uncom- 
mon practice to give a bonus to executives in addition 
to their salary. The executive of a large steel company, 
for example, obtained in 1929 in addition to a $12,000 
salary a bonus of $1,623,753. Seven other men em- 
loyed by the company received bonuses ranging from 
$108,000 to $230,000. A prominent motion picture ex- 
ecutive received in 1944 a salary of $75,000 and other 
compensation of $1,038,035,° including royalties from 
successful moving pictures produced by his concern. In 
recent years many corporations have found in bonuses 
and large salaries a means of reducing taxes. 

In many cases the salary paid to a manager is of such 
proportions as to constitute far more than a wage of 
management. An automobile executive, for example, re- 
ceived a salary in 1943 of $459,041. Obviously this 
must be regarded as a part of the profits of the cor- 
poration. 


Other administrators have gained considerable sums of 
money through their inside knowledge of business de- 
velopments, through their financial interest in firms sup- 
plying materials to their companies, through commissions, 
and through real estate and other ventures. 


Corporation owners, however, are increasingly forced 
to depend upon other incentives to spur their executives 
to do their best work. These include a desire to hold 
one’s job; a feeling of satisfaction in a job well done and 
a growing prestige and power in the business and pro- 
fessional world and in the community-at-large ; the desire 
to win in a battle of wits with competitor companies ; 
the approbation of those higher up; and group, company 
and national loyalty. 


A vice-president of a large utility company recently 
declared that his greatest thrill came from a feeling that 
he was doing an administrative job smoothly and effici- 
ently. A vice-president of a large department store 
maintained that during his early career as an executive 
his main spur to action was fear of demotion should he 
fail to make good. When that fear passed, his chief 
drive was that of pride in his job. He believed that 
many of those under him—after obtaining a certain mini- 
mum salary—were stimulated to hard work much more 
by an enthusiastic word from their superiors than by in- 
creased money rewards. 

In the case of James J. Hill, the “empire builder” of 
the Northwest, the passion for accomplishment seemed 
to be dominant. “There can be little doubt,” declared 


Professor Paul H. Douglas, “that it was the lure of hav- 
ing a transcontinental line under his direction, symbolized 
Week, July 30, 1930. 
ation, March 18, 1931. 
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in his watchward, ‘Westward Ho’, which made him reach 
out towards the west coast and finally create the Great 
Northern system.”? 


Hill had decided to retire when he accumulated 
$100,000 and to spend the remainder of his life in cul- 
tural pursuits. But he became engrossed in his job and 
continued in the railroad business until his death. He 
refused to accept a salary for his services from the road. 
He refused to speculate in the stocks of his company, 
or to manipulate them for his advantage. He turned 
over to his road immensely valuable ore lands at cost 
and shared the gains in the value of these lands with 
other stockholders of the company. On the other hand, 
he was a large owner of railroad stocks and could not 
be said-to be operating outside the orbit of the profit 
motive. 


Non-profit incentives also played a large part in the 
industrial life of “Captain” W. R. Jones, “the most effi- 
cient producer of steel in the history of the industry.” 
Jones refused to become a partner of the Carnegie Com- 
pany and enjoy the large profit which that would entail. 
While helping to increase the profits of many an inactive 
stockholder he insisted on remaining a salaried employe. 
“No, I don’t want to have my thoughts running on busi- 
ness,” he is quoted as saying. “I have enough trouble 
looking after these works.’”® 


President Walter S. Gifford of the A. T. and T. main- 
tains that administrators are motivated increasingly by 
non-commercial spurs to action. He writes: 


“From the incentives of personal profit the change is 
to me one of pride in the job and the satisfaction of ren- 
dering a public service. .. . More and more I encounter 
men of the highest ability who regard business not as a 
means to acquire personal wealth, but as a fascinating 
profession and as an opportunity for accomplishment. . . . 


“New incentives to effort are in force. I know it is 
popular to smile at the notion that the ideal of service, 
of a job well done, is an adequate substitute for mere 
acquisitiveness but it is becoming daily more evident that 
this is really so. Today, without the possession of great 
sums of money one may live well, and it is increasingly 
questioned whether great fortunes are a real help to 
happiness.” 


This trend away from the profit incentive to the salary 
incentive should not be exaggerated. And it must not 
be assumed that the executive is free, under our economic 
system, to disregard profits. Though he may not obtain 
profit for himself, maximum profit for the corporation 
owners is usually regarded by the owners as the acid test 
of a manager’s ability. And his work is often sabotaged 
by the financier in search of speculative profits.’° 


As one descends from the highest rank of executives 
to the second and third ranks, the profit incentive be- 
comes negligible as an energizing force in industry. The 
financial reward consists almost entirely of a salary for 
services rendered. Frequently the salary is comparatively 
small. The dividends that the lower executives obtain 
from ownership of a few shares of stock are usually but 
a bagatelle as compared with their income from salaries. 
These dividends may have the effect of making the ex- 
ecutive “capitalist-minded,” but they make little addition 
to his yearly income. 

® World’s Work, June, 1926. See also Walter Lippmann, Drift and Mastery, 


esp. pp. 46, 49. 
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Thus even in the citadel of the market economy—the 
great corporation—non-profit incentives are powerfully 
operating in the work-a-day life of the industrial manager. 


Administrators of Cooperative Enterprises 


Private business operated for profit is not, however, 
the only form of business enterprise in the world today. 
A considerable amount of business is run primarily for 
the mutual advantage of those who invest in it rather than 
for private profit. Such is the case with consumers’ co- 
operation. 

All members of consumers’ cooperatives, as is well 
known, have an equal vote at the meetings of the coopera- 
tive—one vote and one vote only. The cooperatives are 
run at cost and at frequent intervals the surplus, after a 
certain amount is put aside for reserve, is paid back to 
consumer members in proportion to their purchases. No 
man or woman has a chance to make a fortune as a result 
of owning or managing a cooperative industry. 
managers, elected by the members of the cooperatives, 
receive a salary but nothing more. The motive of private 
profit as we have been discussing it, scarcely exists in 
this type of business enterprise. 


Years ago, when the first cooperatives started, many 
economists were frankly of the opinion that business that 
was not run for private profit could not survive. Yet in 
spite of that belief the cooperative movement has grown 
tremendously since the English pioneers opened their 
first store in Toad Lane, Rochdale, a little over a century 
ago. In Great Britain the consumer cooperatives now do 
a business of more than one and a third billion dollars 
a year. They possess over 12,000 stores; operate great 
wholesale departments and over 200 giant factories ; own 
thousands of acres of farm land; manage their own tea 
estates in Ceylon; administer a successful banking and 
insurance business; and conduct a significant educational 
work. They include among their membership of nine 
million about a third of the families of Great Britain, 
employ over a third of a million people and handle over 
one-eighth of the retail trade of the country. In the 
United States, while the movement has been slower in 
developing than in many other countries, it has at last 
begun to take deep root. Today the consumers’ coopera- 
tives in this country have a membership of more than 
two and a half million people and a volume of business 
totalling over a billion dollars a year. Beside their retail 
and wholesale stores, they own over a hundred mills, 
factories, refineries, and other productive works. 


The movement has likewise spread to most industrial- 
ized countries on the four continents. Before World 
War II, there were nearly 150,000,000 men and women 
members of cooperatives of all types throughout the 
world. If the administrators of these cooperatives are 
not motivated by the profit incentive, what spurs them 
on to perform their day-to-day tasks? 


The history of the British cooperative societies is full 
of instances of administrators who have worked hard and 
efficiently without any thought of profit. William Max- 
well, president for twenty-seven years of the Scottish 
Wholesale Society, never received an annual salary of more 
than $1800 and for years obtained an income of but a 
few hundred dollars. And yet, before he died, the busi- 
ness of the Scottish Wholesale amounted to $40,000,000 
a year. J. T. W. Mitchell, for many years chairman of 
the board of directors of the English Wholesale with its 
$100,000,000 turnover, received over a long period about 
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$2000 a year." When asked by John Graham Brook 
what stimulated him to do his best, he replied: “I enjoy 
the respect of my colleagues. I possess great power, ] 
have a great faith in the cooperative ideal. These things 
satisfy me.”?2 


In 1920, it may be added, the salaries of the directors 
of the English Cooperative Wholesale, with a business of 
half a billion dollars, were increased to $4250 a years 
These increases were regarded by many as constituti 
something of a revolution. The directors gave their en. 
tire time to the affairs of the Wholesale and were men of 
high integrity and ability. Many of them, time after time, 
out of loyalty to the cooperative movement, refused much 
higher salaries from private concerns. Since then the 
top salaries have risen by a few thousand dollars but are 
most moderate as compared with those in private in- 
dustry.** The same is true of scores of able executives 
in the cooperative movement in the United States, where, 
despite its late start, cooperatives of various types now 
conduct, as already noted, a substantial business. 


Public Administrators 


Similar examples of the play of non-profit incentives 
among administrators who are doing efficient work may 
be noted in public enterprise. One of the conspicuous 
examples in America of public service is that of General 
George W. Goethals, builder of the Panama Canal, who 
showed rare enterprise, initiative and administrative com- 
petence in the construction of that vast project.’ 

In speaking of the type of engineer he was able to obtain 
for this public service, General Goethals declared: “At no 
time during its progress after I took charge was there any 
difficulty in securing competent and experienced men for 
the various occupations, though it must be admitted that 
they were not always appointed. . . . The team work and 
the esprit de corps developed in the organization have 
never been surpassed.” And, it may be added, during the 
days subsequent to the building of the Canal, the govern- 
ment was able to keep engineers in charge who, for a 
moderate salary, worked with competence, honesty and 
imagination for the public good. 

In more recent years, we have noted the public under- 
takings at Boulder Dam, Grand Coulee Dam and in the 
Tennessee Valley. Few public administrators in charge 
of these developments were activated by a profit incentive. 
The act constituting the Tennessee Valley Authority pro- 
vided a compensation of $10,000 a year for the three com- 
missioners in charge of the project. Under their direction 
a great enterprise was conducted which aided navigation; 
eliminated the risk of floods to hundreds of thousands of 
valley dwellers; conserved forest land; generated cheap 
electricity ; educated thousands of farmers in better agri- 


In dealing with the work of Mr. Mitchell in the cooperative movement, 
Sidney and Beatrice ‘Webb declared: “No private fortune has ever 

made out of cooperative administration. It was no exceptional case when 
J. T. W. Mitchell, who had been for Gwent, years periodically elected and 
re-elected as chairman of the Cooperative Wholesale Society, serving what 
became in his hands a colossal enterprise, for no more than the exiguous 
fees then allowed to each director for expenses of attendance at the 
board meetings, died worth only a few hundred mds: his very name un- 
known either to ‘society’ or to the politicians: rich only in the admiration 
and esteem with which he was regarded by hundreds of thousands of his 
ae fellow members.’”’ (The Consumers’ Cooperative Movement, pp. 389- 


2 Gide, Charles, Consumers’ Comperetioe Societies (Eng. translation), p. 6. 

Webb, Sidney and Beatrice. The Consumers’ Cooperative Movement, p. 
128._ Also Warbasse, James P. Cooperative Democracy. 

keeps the moderately paid executives in the coopera- 
tive movement, Sidney and Beatrice Webb declared some years ago that it 
was “‘to some extent ‘a greater security of tenure and freedom from ‘worry’ 
than in competitive business, but even more the attractiveness of comrade- 
ship in a great popular organization: the consideration that they enjoy as the 
public administrators and leaders of a widespread democracy; ond the con- 
sciousness of social service.” (The C Cooperative Movement, p. 1 

18 Beard, Charles and William. The ican Leviat 

's Magazine, March, 1915. 
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cultural methods ; restored the soil ; stimulated new indus- 
tries through the Authority’s varied experiments with 
mineral and food products; and advanced the living and 
cultural standards of the community. 


After a careful analysis of the character of public em- 

Joyes which the Authority brought together, Herman 
Finer, visiting professor of political science at Harvard 
University, in his study for the International Labor Office, 
declared: “The TVA’s methods and experience hitherto 
seem to be a fully satisfactory answer to the question 
whether public enterprise can attract to, and retain in its 
service, men and women who will continuously work with 
devotion and initiative. If men are given work, scientific 
or organizing, in office, laboratory or field, with a demon- 
strably high social value; if the work has meaning for 
them, and if there is security for the continuance of the 
service and the livelihood it provides, then they may be 
expected to serve with high, sustained, and ever-develop- 
ing efficiency free from undue envy and acquisitive- 
ness.” 

The same success in the mobilization of executives and 
rank-and-file workers for a vast non-profit public service 
undertaking has been evidenced in Canada in connection 
with its public hydro-electric developments. When the 
Hydro-Electric Power Commission was organized in 
Ontario, the Province was able to secure as chairman of 
the Commission Sir Adam Beck, a successful business 
man. For a moderate salary, Sir Adam devoted his 
imagination and great energy to the development of the 
electric resources of the Province. Under his chairman- 
ship and that of his successor, including its present com- 
missioner, Thomas H. Hogg, outstanding Canadian 
engineer, this public enterprise has been a great factor in 
the drastic reduction of electrical rates to the people of the 
Province. At the same time together with nearly one 
thousand cooperating municipal electric plants it has built 
up assets totaling hundreds of millions of dollars. 

Many an able administrator has likewise conducted 
large engerprises for municipalities here and abroad with- 
out thought of private profit. One of the outstanding 
achievements in public services for city governments was 
the construction of the Catskill Water Supply System for 
the City of New York, a project “which, for magnitude 
and cost, and for the variety and complexity and difficulty 
of the physical problems involved, ranked as the greatest 
[in this field] ever undertaken.”"" J. Waldo Smith, chief 
engineer of the Board of Water Supply of the City, di- 
rected this project and received for his work only a mod- 
erate annual salary. 


In the field of municipal electricity, E. F. Scattergood, 


for years engineer of the successful Los Angeles plant, 
E. F. Ross of the Seattle plant, and Willis J. Spaulding of 
the Springfield, Illinois, plant are a few of the many engi- 
neers and executives who have demonstrated that a fair 


‘salary for services performed plus a desire to serve the 


community, to obtain a standing in their profession, and 
to secure the satisfaction that comes from creative achieve- 
ment may provide powerful incentives to devoted and 
efficient endeavor. : 

Up to the present time no government, as is well 
known, has given the attention it should to the develop- 
ment of efficient administrators. In the United States 
salaries in public service have often been too low. Promo- 
tion has, in many cases, depended too much on political 

1° Finer, Herman. The TVA—Lessons for International Application, p. 

1 New York Times, October 16, 1933. 


.process or device. 
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partisanship. There has been too much red tape in gov- 


ernment departments. No adequate system of democratic 
representation in industry has been worked out. Officials 
performing conspicuous public service have often failed 
to obtain sufficient recognition. The government has 
neglected to adjust its political machinery to the industrial 
functions it has increasingly assumed. Officials have been 
under constant pressure from profiteering interests to 
administer departments in the interest of special groups, 
rather than in that of the community as a whole. And 
many an effort to expand the services of public institutions 
in the public interest has been vigorously opposed by self- 
ish groups. 

Numerous executives in government agencies may be 
justifiably criticized for defects in their administration, but 
the fact remains that a vast army of men and women are 
today employed in the public service, from those engaged 
in unskilled labor to those employed in positions of respon- 
sibility having charge of vast enterprises, without thought 
of any money rewards over and above a modest salary. 
These men and women have shown ability, industry, 
imagination and devotion in carrying out these responsi- 
bilities. This is particularly true in the public corporation 
form of public enterprise which has been increasingly 
popular in the last few years. It has been true for many 
years and in many countries abroad in which public enter- 
prise has played a much larger part in the life of the com- 
munity than in the United States, 

Similarly in many non-profit, social service organiza- 
tions thousands of executives do work of a high order 
without thought of more material gain than a moderate 
salary for services rendered. 


Inventors and Scientists 


We have thus seen that ‘entrepreneurs and managers in 
business and industry—especially in large corporate in- 
dustry—are motivated by a variety of incentives beside 
the profit incentive, and that non-profit incentives furnish 
the main drive for the managerial activities of the ever- 
expanding army of executives in cooperative and public 
services. There is another group of workers whose acti- 
vities in this technological age have been responsible for 
great industrial progress, namely the inventors and 
scientists. What are the mainsprings of their activity ? 

The great inventors of the past were usually free-lance 
inventors, They conceived some brilliant idea of how to 
improve industrial machinery and often experimented 
wholly on their own resources and on those of their 
friends. If they were fortunate, they might gain a fortune. 
Time after time they died in poverty, the fortune, if any, 
being garnered in by some business promoter. 

John Fitch, inventor of the steamship; Charles Good- 
year, discoverer of the vulcanizing process; Tom Daven- 
port, builder of electrical motors; Richard Trevithick, a 
formidable rival of Watts in the development of the steam 
engine; James W. Paige, inventor of the Paige composi- 
tor; and Christopher L. Sholes, originator of the type- 
writer—these are but a few of the many American 
discoverers of processes of great value who died practical- 
ly penniless.** 

In many cases it was undoubtedly the dream of possible 
riches which induced the free-lance inventors of the past 
to give their days and nights to the creation of some new 
Many of these inventors, however, 
sought merely to improve some part of an existing ma- 


% See Kaempffert, Waldemar. Modern Wonder Workers, 13, 84, 
107, 167, 230, 273. Also Taussig, F. W. Inventors and Money i ‘Makers. 


d cheap 
ter agri- 
movement, 
ever been 
case when 
elected and 
rving what 
le exiguous 
nce at the 
t, pp. 389- 
tion), p. 6. 
ovement, 
he coopera- 
ago that A 
rom ‘wot 
»f comrade- 
as the 


Saturday, November 23, 1946 


chine which they found difficult to manipulate, with little 
thought of money rewards. In many cases they became 
possessed of an idea and were impelled by an inner urge 
to work ceaselessly until they proved to themselves and to 
others that there was genuine value in it. They were urged 
on by the satisfaction that comes from creative activity. 
Some of them, so long as they felt that they were making 
progress along their chosen line, could not be torn away 
from that activity by any force except that of the most 
desperate need. 

The intensity with which an inventor pursues an idea 
and is in turn pursued by it is illustrated in the case of 
Alexander Graham Bell, inventor of the telephone. In 
his pre-telephone days, when he was working on an idea 
of a musical telegraph, he rigged up a laboratory in the 
cellar of his friend Thomas Sanders in Salem, Massachu- 
setts. 


“Bell,” declared Sanders, “would often awaken me in 
the middle of the night, his black eyes blazing with excite- 
ment. Leaving me to go down to the cellar, he would 
rush wildly to the barn and begin to send me signals along 
his experimental wires. If I noticed any improvement in 
his apparatus, he would be delighted. He would leap and 
whirl around in one of his war dances, and then go con- 
tentedly to bed. But if the experiment were a failure, he 
would go back to his work-bench to try some different 
plan.””” 


Instances of the compelling drive to action of the crea- 
tive impulse may be cited in the cases of scores of other 
inventors. After giving birth to his brain child the inven- 
tor often turns impatiently to other ideas that have been 
germinating in his mind, leaving it to industrial promoters 
to make a profit out of the patented article. This was the 
case with Christopher Sholes, who exclaimed, on the com- 
pletion of the typewriter, “The machine is done, and I 
want some more worlds to conquer. Life will be flat, 
stale, and unprofitable without something to invent.”*° 


“He [Sholes] seldom thought of money,” says Kaempf- 
fert, “and, in fact, said that he did not like to make it be- 
cause it was too much bother. For this reason he paid little 
attention to business matters. He made very little money 
out of his typewriter in the end, but was not at all sorry, 
being quite as well satisfied to see his invention spread all 
over the world and to be called ‘the father of the type- 
writer.’”_ James Densmore, who helped to finance 
Sholes, made a fortune out of the typewriter. But Sholes 
signed away his rights to the Remingtons, for a cash offer 
of $12,000 and let it go at that. Thus also Frederick S. 
Archer gave away without price, to the vast profit of the 
camera industry, the secret of his collodion process, and 
died a poor man.” p 

In Great Britain and on the Continent instance after 
instance may be given of great scientists and inventors 
who devoted themselves.utterly to their calling without 
any thought of profit.2* Outstanding among these was 
Michael Faraday, researcher and discoverer in the field of 
electro-magnetism, “the greatest physical experimentalist 
of all times, and the greatest physical discoverer that ever 
lived.” In 1832, because of his announced discoveries in 
electro-magnetism, after years of bitter struggle against 


1 Kaempffert, op. cit., p. 322. 

® Kaempffert, op. cit., p. 271, See also accounts of Tom Davenport, Sam- 
uel Morse, Michael Faraday, James Clark Maxwell, et. al., pp. 107, 296, 352, 
3 ; 


55. 

Tbid., p. 272. 
% Ibid., p. 397. : 

% See the admirable chapter by Paul H. Douglas on “The Reality of Non- 


Commercial Incentives in Economic Life,” in The Trend of Economics, 
edited by Rexford G. Tugwell, pp. 153 seg. : 
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poverty, Faraday had only to will it to raise his profes. 
sional business income to five thousand pounds a year, 
“Indeed,” says Tyndall, “this is a wholly insufficient esti. 
mate of what he might, with ease, have realized ann: 
during the last thirty years of his life.”** Instead he chose 
science, and continued to struggle along with a 
£100 salary from the Royal Institution, plus two rooms 
and coal, and a £200 fee from a lectureship at the Wool- 
wich Royal Artillery Academy. Although his salary from 
the Royal Institution was later increased somewhat, Fara- 
day and his family still continued to live in their simple 
rooms at the Institute. He probably gave away at least 
half of his income, besides devoting much of his time to 
personal kindnesses. From 1839 to 1845 his business in- 
come never exceeded £22, except in one instance, and 
from the end of that year to his death in 1867 his annual 
professional business income was exactly zero. “Taki 
the duration of his life into account,” says Tyndall, “this 
son of a blacksmith and apprentice to a book-binder had to 
decide between a fortune of £150,000 on the one side, and 
science on the other. He chose the latter and died a poor 
man.’’25 

Nor was Faraday interested in personal honors. He de- 
clined the offer of knighthood on the ground that such 
honors depress rather than exalt the scientist, “for they 
tend to lower the especial distinction of mind to the com- 
monplaces of society.”?6 


“Inventors and Money Makers” 


Summing up the conclusions he arrived at after a care- 
ful study of the motivation of the inventors of the past, 
Professor F. W. Taussig, then professor of economics, 
Harvard University, declared: 


“One thing stands out conspicuously: the race of con- 
trivers and inventors does obey an inborn and irresistible 
impulse. Schemes and experiments begin in childhood, 
and persist so long as life and strength hold. It matters 
not whether a fortune is made or pecuniary distress is 
chronic: there is increasing interest in new dodges, in- 
creasing trial of new devices. . . . Cartwright was in dif- 
ficulties almost all his life ; yet he never relaxed his inter- 
est in any and every sort of mechanical device. Edison 
made fortunes and lost them and made them again; but 
throughout he remained the same amazing and persistent 
contriver. And it would seem that no satisfaction from 
pecuniary success or worldly recognition equals the ab- 
sorbed interest of trials, experiments, novel problems, 
happy solutions.”?? 

It is natural that invention and scientific research should 
go on irrespective of money remuneration. For they call 
upon the creative impulse and the quest for discovery gives 
intense satisfaction to the worker.?8 

It was noted above that in the past many of the inven- 
tors were free-lance inventors working by themselves in 
their own garrets or laboratories. Today the inventor is’ 
becoming more and more a salaried worker in a research 
laboratory of a corporation. Corporation executives 
frequently comb the colleges for promising researchers, 
provide a course of training to new members of their 
staffs, give a stated salary to the newcomer and put him 
to work’on problems with which the industry is grappling. 

If the salaried worker invents a new process or gadget, 
he may receive promotion and professional and public 


*% Tyndall, John. Faraday as a Discoverer, p. 189. 

Tyndall, op. cit., p. 190, 

. W.. op. cit., pp. 21-22. 
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recognition. But the profits from the invention usually go 
to the corporation and are wholly or in part distributed 
in dividends to the corporation’s stockholders. In num- 
erous instances, to be sure, successful inventors receive in 
addition to salary royalties later accruing from their in- 
yentions. But many corporations depend heavily.on non- 
profit incentives to keep their inventors at productive 
work. 


In an increasing number of instances, the colleges and 
yniversities are becoming the seat of extensive research 
laboratories engaged in scientific invention and discovery. 
Many inventors in these laboratories have refused to ob- 
tain profit from their inventions. A notable example is 
that of Dr. Harry Steenbock, professor of biochemistry 
of the University of Wisconsin. In the course of his re- 
searches at the University Professor Steenbock discovered 
“Vitamin D.” It is reported that a rolled oats company 
offered this discoverer $2,000,000 for his invention. He 
refused the offer and transferred his rights to the Univer- 
sity of Wisconsin. “Men’s ambitions,” he said, “are either 
to make money or to do something for humanity. Mine is 
not concerned with money. I want to be the best food 
chemist in the world and I have only begun. If I took 
that money my life purpose would be perverted.””® 

Following Steenbock’s action, the Wisconsin Alumni 
Research Foundation was formed, as the holder of the 
patent for this vitamin. The money that comes to the 
WARF in royalties from this and other discoveries goes 
to provide fellowships for brilliant young scientists and to 
finance promising work in various scientific fields at the 
University. 

Other universities—notably Purdue, Cornell, the Uni- 
versities of California and Toronto—have also accumu- 
lated many patents resulting from the work of scientists 
interested in service rather than in profit-taking. By 1940 
Purdue University had acquired title to 145 patents or 
patent applications on discoveries made by its researchers, 
accumulating thereby well over a million dollars in trust 
funds to further research. 


Increasingly also men and women are engaged in scienti- 
fic discovery in government institutions—in the National 
Bureau of Standards, the United States Department of 
Agriculture, etc—without thought of. profit. During 
World War II the United States government, through 
the Office of Scientific Research and Discovery (OSRD), 
mobilized some 15,000 scientists to work on a great num- 
ber of projects. It is noteworthy that the epoch-making 
events of 1945 in the development of atomic energy were 
the result of this concerted effort of scientists working 
under public auspices and supervision to solve an emergent 
problem. 

In the field of medical research, the refusal of great 
scientists to make any profit out of their discoveries is an 
impressive fact. Thus Louis Pasteur, whose work in con- 
nection with the isolation of germs has probably increased 
the wealth of nations by billions of dollars, neither profited 
financially from his discoveries nor showed any desire 
so to do. He lived with his family in great simplicity in 
the Ecole Normale, where he taught, and spent his spare 
energies in the fight for greater public support of scientific 
research. When people in Europe and America sub- 
scribed two and a half million francs for the founding of 
the Pasteur Institute, Pasteur and his associates, Roux 
and Chamberland, turned over to it all the income from 
the sale of his hydrophobia, vaccine, in the discovery of 


2 New York World, February 6, 1927. 
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which they had risked their lives.*° When Louis Napoleon 
expressed surprise that Pasteur showed such indifference 
to material gain, Pasteur replied, “In France, scientists 
would consider that they lowered themselves by doing 
so.” 


Much of the work leading to the discovery of penicillin 
was done by a group of devoted scientists who spent years 
of sacrificial effort in the development of this “miracle 
drug.” “Nobody in our group,” declared Dr. Ernest Boris 
Chain, one of the three who received the 1945 Nobel Prize 
for physiology and medicine, “has received a ha’penny 
out of this.’’? 

In the extensive research laboratory of the Public 
Health Service, trained specialists, with no thought of 
profit, have been for many years constantly at work “seek- 
ing the solution of medical riddles.”** 


Tie Rank and File Worker 


We have thus far discussed chiefly the problem of in- 
centive as applied to the administrator, to the inventor, 
and to the scientist. The planning, the direction of work, 
and the development of new processes in industry are im- 
mensely important. To make an army, however, there 
must be more than officers. There must be privates in the 
ranks. To make an industry, there must not only be man- 
agement. There must be rank-and-file workers. 


It goes without saying that the ordinary workers are 
not motivated—except to a very small extent—by the 
profit incentive, in the sense in which it is here consid- 
ered.** An incentive often relied on by management to 
induce men to work hard is a negative one, namely fear— 
fear of discharge if they loaf on the job, if they are in- 
efficient, if they, in one way or another displease the man- 
agement. The employer can often point, if he wishes, to 
a line of jobless men and women at his factory gates or 
office doors, ready to take the places of any discharged 
workers. Fear is not the best incentive for good work. 
From the standpoint of living a good life, its constant 
presence is deadly. But it does operate powerfully in in- 
dustry, nevertheless. 


The average worker labors likewise for the things 
which motivate other groups: the desire to feed, clothe, 
shelter and educate himself and his family; to buy a few 
comforts ; to enjoy a vacation in the country ; to put aside 
something for a rainy day; to raise his status in the shop 
and in the community; to obtain a better position, and a 
higher wage or salary. He works, like others, out of 
habit and tradition, from an urge to be active and a desire 
to carry his load in the battle of life. 


Many a worker also receives satisfaction from a job 
well done; from the feeling of power in the manipulation 
of machinery ; from the sense of belonging to a particular 
craft, firm, industry, or group of workers; from a desire 
for approval and a feeling of social usefulness. 


Unfortunately these incentives have not been relied upon 
enough as means to securing maximum efficiency. Fur- 
thermore, obstacles to diligent effort have frequently been 
put in labor’s path. When work entails too great monotony 


1 See also Vallery-Radot, René, The Life of Pasteur, p. 129. 

%2 New York Times, October 26, 1945. ; 

%3 Beard, op. cit., pp. 592-3. 7 

% For many years various profit-sharing plans have been deve here 
and abroad under which workers receive a share of the profit. owever, 
such plans in Great Britain covered only 233,000 workers in 1937, (“ it 
Sharing and Copartnership in 1937,” Ministry of Labor Gazette, July, 1938). 
Profit-sharing schemes in the United States in 1936 covered less than 200,000 
workers (F. Beatrice, Brower, ‘‘Profit Sharing and Other Supplementary 
Compensation Plans Covering Wage Earners,” Studies in Personnel Policy, 
National Industrial Conference Board, No. 2, December, 1937). 


[7] 


Saturday, November 23, 1946 


of motion; when initiative is reduced to the minimum; 
when labor is accompanied by great fatigue; when it is 
conducted under unjust conditions and amid ugly sur- 
roundings; when it is attended by a feeling of loss of 
standing in the community and a sense of economic in- 
security, it becomes an increasing burden and a thing to 
be shunned. 
Professional Workers 


There are numerous other groups necessary to the 
functioning of the economy beside those engaged in man- 
agement functions, in research and invention, and in the 
performance of work assigned to the general run of skilled 
and unskilled workers. There are the architects, engi- 
neers and other technicians, lawyers, physicians, writers, 
artists, teachers and members of other professions, who 
are employed by business and industry either on a salary 
or a fee basis. These workers desire a competence ; some 
have as their primary aim the making of money ; but large 
numbers of these professional workers are strongly moti- 
vated by a desire to create, to obtain recognition in their 
respective professions, to improve the standards of econo- 
mic life, and to promote community welfare. 


Conclusion 


We have seen that although our economy is organized 
on the basis of yielding profits to the owners and pro- 
moters of business and industry, many non-profit incen- 
tives are in evidence among the brain and manual workers 
who man the national plant. The remarkable thing under 
our present set-up is not that many people will work only 
for profit, but that great numbers, under a profit system, 
are working with intelligence and imagination without 
hope of a profit reward. 

This situation leads Christians and all men of good will 
to ask themselves a number of questions. 


1. Are we placing more than necessary reliance on 
profit motive as an economic incentive ? ' 

2. Should an attempt be made gradually to increase 
range and potency of non-profit incentives in our econog 
life? If so, which non-profit incentives are likely to re 
in social advantage? Which, in possible social loss? 

3. Should cooperative enterprises be more vigore 
supported as a means of giving more ample scope to nom 
profit incentives ? 


These questions can only be raised; they cannot be 
swered in this paper. All that we have here attempted 
do is to show the complexity of motives in our industry 
order, usually designated “the profit system” ; and to po 
out that powerful motives are at work even under ¢ 
profit system which have little or nothing to do with ¢ 
gaining of profit or of riches. : 


The Christian Church is vitally interested in economij 
motivation. Most men spend a large part of their acti 
life in gainful work. The incentives that stir them 
maximum effort usually play a great part in the moldif 
of their characters and in the direction in which our ¢ 
ciety is moving. Service motives must find large expreg 
sion in industry if they are to prevail in other sectors @ 
our common life. we 

In the past, many Christians realized the validity of thi 
ideal, but took it for granted that men and women, beif 
as they are, would be stirred to their best efforts only i 
the drive to profit. An objective analysis of contempors 
economic enterprise—private, cooperative, public—indg 
cates that this assumption is ill-founded. This knowledg 
should stir Christians to a deeper study of the motives thag 
lead to constructive activity in industrial and other aspect 
of our life, and to an exploration of the type of economig 
and social institutions that will inspire men with motive 
that will lead wholly toward the Good Life for all. 


Corrections in Study No. 3: 


Page 2, first full paragraph, line 19—“‘we have mentioned 
above” should be “we shall mention below.” (Copy was 
re-arranged. ) 

Page 4, lines 1 and 2—The last two words of the sentence 
are an inadvertent redundance. 


Page 7, first full paragraph—the fourth word from 
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end should be “rising.” 


Page 8, paragraph numbered 2, last sentence—“limited! 
is a bit cryptic. What is meant is that the addition 
credit and currency are not widely distributed. 
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